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FOREWORD 


Will the Defense Department patent policies be applied to the 
research and development activities of civilian agencies in the absence 
of contrary directions from Congress? This report on the Post Office 
Department’s research and development program suggests that such 
civilian programs are quite likely to follow Defense Department policy 
ye respect to patents unless and until Congress prescribes a different 

olicy. 
? The report was prepared by Clarence M. Dinkins of the subcom- 
mittee staff, under the supervision of Robert L. Wright, chief counsel 
of the Subcommittee on Patents, Trademarks, and Copyrights, as part 
of the subcommittee’s study of the U.S. patent system conducted 

ursuant to Senate Resolution 53 of the 86th Congress, 1st session. 

t is the sixth of a series dealing with Government patent practices, 
the purpose and scope of which are more fully described in the fore- 
words of the recently issued reports on the patent practices of the 
Tennessee Valley Authority and the National Science Foundation. 

This report deals with the practices of an agency which was specifi- 
cally authorized by Congress in 1949 to establish a research and 
development program, but was not given any specific directions as to 
how to deal with patent rights. While the purpose of the program is 
to improve postal service equipment and to introduce new devices 
which will make the operation of the Post Office Department more 
efficient and economical, the devices which are being developed may 
have a much wider application. For example, the Department is 
presently engaged in developing through private contractors letter 
and parcel post sorting machinery, which may be used by other 
Government agencies or commercial businesses handling large volumes 
of mail and packages, such as mail-order houses. The Post Office 
Department is relatively new to research and development work, and, 
in the absence of a directive by Congress, quite naturally turned to 
the Armed Services Procurement Regulations as a convenient guide 
for its disposition of patent rights. However, it seems clear that those 
patent regulations were not designed for use in connection with the 
development of inventions which may have a wide use in the per- 
formance of governmental and commercial functions. 

For example, one ASPR patent clause which the Post Office Depart- 
ment has adopted prohibits the use of any invention produced under 
its research contracts “in competition with the contractor or the con- 
tractor’s commercial licensees.” As indicated by the testimony given 
on behalf of the Railway Express Agency in the recent hearings held 
before the Senate Post Office and Civil Service Committee concerning 
fourth-class mail size and weight limitations, the Railway Express 
Agency regards the Post Office Department’s parcel post service as 
one which competes directly with the service that the Railway Ex- 
press Agency offers the public. Yet the parcel post service will be a 
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principel user of the machinery in question. Is the parcel post service 
to be barved from using any of these machines if the contractor chooses 
to license their use to the Railway Express Agency? 

Although the Post Office Depsrtment’s General Counsel views this 
competitive restriction ss no limitetion on the Department’s right to 
see that such inventions are made freely aveileble to the Government 
for its “own use to provide governmental services to the public,” it is 
difficult to understand why a restriction against “competitive” use 
has any place in a patent clause dealing with research and deyvelop- 
ment_of a public service character. The kind of public services that 
the Government provides should be determined by Congress, free 
from contractual restrictions which merely reflect the varying views 
of administrative officials. re 

Unlike a number of other agencies engaged in research for civilian 
purposes, the Post Office Department also leaves title with the con- 
tractor in all cases. While the Department’s authority to make this 
choice may be clear, in the absence of a contrary legislative command, 
the fact that it has chosen a patent policy primarily developed in aid 
of the procurement of military supplies suggests a need for specific 
congressional mandates as to the disposition of patent rights by each 
civilian agency with extensive research and development responsi- 
bilities. 

JoserH C, O’Manoney, 
Chairman, Subcommittee on Patents, Trademarks, and 
Copyrights, Committee on the Judiciary, U.S. Senate. 
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PRELIMINARY REPORT AS TO THE PATENT PRACTICES OF 
THE POST OFFICE DEPARTMENT 


I. Lucan Avurnoriry as to Parents 


In 1949 the Department was granted statutory authority to estab- 
lish a research and development program in the following terms: 


39 U.S.C. 847—Research and development program; estab- 
lishment; administration; investigations and studies. 

(a) The Postmaster General is authorized and directed to 
establish in the Post Office Department a research and de- 
velopment program which shall be administered by the Post- 
master General through such officers and employees as he 
may designate. 

(b) The investigations and studies under this program shall 
be for the purpose of improving existing equipment, supplies, 
methods, procedures, means and devices used in the Postal 
Service and of introducing new types of equipment, supplies, 
methods, procedures, means, and devices for use in such 
service in order that the businesses of the Post Office 
Department may be more efficiently and economically 
operated. (August 16, 1949, ch. 439, sec. 1, 63 Stat. 608.) 


39 U.S.C. 847a—Same; utilization of facilities of National 
Bureau of Standards; assistance from other departments. 
In carrying out its functions under section 847 of this 
title, the Department is authorized, pursuant to section 686 
of Title 31, or other applicable law, to utilize the research 
and testing facilities of the National Bureau of Standards 
and to procure advice and assistance from any department 
or independent establishment in the executive branch of the 
Government. * * * (August 16, 1949, ch. 459, sec. 2, 63 
Stat. 608.) 


The foregoing provisions do not expressly deal with the disposition 
of patent rights to inventions which may be made in carrying out 
research and development contracts. The Department believes 
authority to dispose of such rights is derived from the general author- 
ity to enter into contracts. Sections 847 and 847a of title 39, United 
States Code, are regarded as setting to rest any question on that 
score, and, at best, conferring cumulative authority. In a letter to 
Senator O’Mahoney of January 23, 1959, the General Counsel stated 
the Department’s position as follows: 


* * * we believe general authority to enter contracts 
implicitly confers with it authority to agree to such terms and 
conditions as are reasonably believed necessary to carry out 
the purpose of the contracts. Sections 847 and 847a require 
the establishment of a research and development program. 
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The normal consequence of such a program is the develop- 
ment of inventions. At the time of their enactment there 
was no legislative directive to the Postmaster General as to 
the treatment of inventions. There is still none today. 

Under these circumstances, by omitting any direction, 
Congress may be deemed to be leaving the matter to the 
Executive insofar as inventions resulting from the program 
are concerned. Of course, we also regard sections 847 and 
847a as having the effect of setting to rest any question as to 
the Postmaster General’s authority to agree to the contract 
terms relative to the division of rights to patentable inven- 
tions. To this extent any authority they confer to act in 
this area is regarded as being cumulative to the preexisting 
authority. 

II. Present Practicy 


A. ADMINISTRATION 
1. Personnel 


The Office of the General Counsel and the Office of Research and 
Engineering work together in handling patent applications and pre- 
paring necessary data, which are then turned over to the Department 
of Justice for prosecution in the Patent Office. Patent administration 
problems are handled by the Office of Research and Engineering. 

The number of employees engaged in research and development 
work on both a full- and part-time basis during the fiscal years 1957 
and 1958, with estimates for the fiscal year 1959, are shown in the 
following tables, together with salaries allocated to this type of work. 
In the case of part-time employees, it was estimated that they spend 
approximately 20 percent of their time on such work. 


Number of employees engaged in research and development 


Full time Part time 


12 47 
15 54 
22 62 


Salaries of employees engaged in research and development work 


Full time Part time Total 
$127, 240 $66, 830 $194,070 
161, 230 84, 499 245, 729 
241, 714 107, 211 348, 956 


2. Performance statistics 

From July 1, 1937, through July 31, 1958, only one invention was 
made by an employee in which the Department was sufficiently inter- 
ested to take an assignment. This patent was issued in 1953 and 
covered an apparatus for removing carbon sheets from fan-folded 
typed copy sheets. The Department used this apparatus until it was 
worn out but did not consider it to be of sufficient importance to be 
replaced. 


PATENT PRACTICES OF THE POST OFFICE DEPARTMENT 3 


In 1955 en employee of the Depstment invented » one-time throw- 
away cord seallock. It was determined thet this invention wes made 
under circumstances that would entitle the Government only to a 
nonexclusive, irrevocable, royalty-free oad nontransfereble license. 
Both of the above-mentioned patents were granted pursuant to 
title 35, United States Code, section 266, which provides that a patent 
ney be issued to a Government employee without the payment of 
ees— 
eK * 


: when the head of a department or agency certifies 
the invention is used or likely to be used in the public 
interest. * * * 


Although the Post Office Department has made no grants, it has 
recently let an increasing number of research and development con- 
tracts to private firms. 


Number of research and development contracts 


et ioe) number includes the contracts it is anticipated will be entered into during the balance of the fiscal 


The following table shows approximate annual obligations incurred 
by these contracts: 


$1, 235, 607 
5, 559, 130 
12, 517, 115 


1 Both actual and estimated to end of fiscal 1959, 


In furnishing data showing the Department’s obligations under 
ine contracts rather than actual expenditures, it was explained 
that— 


* * * new obligations would give a more meaningful pic- 
ture of the Department’s program. Expenditures in any one 
year would include liquidation of obligations incurred in that 
particular year as well as obligations incurred in prior years 
(letter from Mr. Herbert B. Warburton, General Counsel, 
Post Office Department, to Senator Joseph C. O’Mahoney, 
chairman, Subcommittee on Patents, Trademaks and Copy- 
rights, March 31, 1959, p. 2). 


B. POLICY AS TO RETENTION OF TITLE 


1. By employees 

The rights to inventions developed by postal employees are covered 
by Executive Order 10096 of January 23, 1950, and rules and regula- 
tions issued pursuant thereto. The Department has stated that the 
bulk of inventions reported to it by its employees have involved 
material susceptible only to commercial applications and that it has 
no interest in an invention unless it is related to the postal service and 
postal equipment or may otherwise be of use to it. 

The employee is not required to grant a license to the Government 
unless the Department is interested in his invention for its own use. 
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Tf no license is required the employee does not have to divulge any 
information concerning technical data, know-how, specialized proc- 
esses, or other proprietary rights. However, if the employee is re- 
quired to grant a license to the Government he must also grant such 
rights regarding technical information, etc., as aforesaid. 


2. Contractors and grantees 

The Post Office Department has made no research grants, and its 
policy in regard to patent rights under research and development 
contracts is the same regardless of the type of organization involved. 
Under this policy the contractor is not required to assign to the Gov- 
ernment title to any inventions made pursuant to the contract, even 
when the contract is for inventive work. Instead he is required to 
grant to the U.S. Government an irrevocable royalty-free license. 
With this license the Government may practice, or cause to be prac- 
ticed, throughout the world, each invention, but with the limitation 
that the Government may not use this license in competition with the 
contractor or any of his commercial licensees. Although the Govern- 
ment’s license is nonexclusive, it may, by acting through the Post 
Office Department, grant or authorize the granting of a sublicense to 
foreign governments, but solely in those governments’ mail-handling 
activities. 


The contractor is free to grant licenses to others, and the 
Government may not, under its license, manufacture, have 
manufactured, or use any subject invention to provide sery- 
ices or supplies to the general public in competition with the 
contractor or any of his commercial licensees. However, it 
is further provided in our contracts that the U.S. Govern- 
ment, acting through the Post Office Department, may 
grant or authorize the granting of a sublicense to one or more 
foreign governments for use, in such instance, solely in that 

overnment’s mail-handling activities. (Letter from Mr. 
Tartiort B. Warburton, General Counsel, Post Office 
Department, to Senator Joseph C. O’Mahoney, chairman, 
Subcommittee on Patents, Trademarks and Copyrights, 
December 23, 1958, p. 2.) 


The foregoing restriction on competitive use has not yet been 
applied as no inventions made under these contracts have as yet been 
patented. However, both the Post Office and other Government 
agencies, such as TVA, are presently engaged in rendering services 
which might be regarded as competitive with private companies 
rendering similar service, e.g., parcel post and railway express, public 
and private power. Re 

The provision against a competitive use of the inventions results 
from the incorporation in the contract, by reference, of the standard 
ASPR patent clauses, which contain the following sentence at section 
9-107.1(b) (1): 

No license granted herein shall convey any right to the 
Government to manufacture, have manufactured, or use any 
Subject Invention for the purpose of providing services or 
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supplies to the general public in competition with the Con- 
tractor or the Contractor’s commercial licensees in the 
licensed fields. 


The ASPR patent clauses were developed for use in contracts 
relating to the procurement of weapons, but the Post Office Depart- 
ment apparently regards this clause as equally applicable to the pro- 
curement of devices which may be used to perform business functions, 
both within and outside the Government. The Post Office Depart- 
ment does not regard the restrictions of the ASPR clauses— 


as in any way limiting this Department’s right to license 
other persons to make machines for the Government’s own 
use to provide governmental services to the public. (Letter 
from Mr. Herbert B. Warburton, General Counsel, Post 
Office Department, to Mr. Robert L. Wright, chief counsel, 
Subcommittee on Patents, Trademarks and Copyrights. 
June 26, 1959, p. 2.) 


The contracts for the development of automatic letter-sorting 
machines were made for the purpose of continuing and expanding 
research and development work previously performed for the Post 
Office Department by the Bureau of Standards and Rabinow Engi- 
neering Co. of Takoma Park, Md. One for $1,200,000 was made 
with the Burroughs Corp. of Detroit, Mich., and the other for 
$1,500,000 was made with Pitney-Bowes, Inc., of Stamford, Conn. 
According to a press release issued by the Attorney General on 
January 9, 1959, announcing the entry of an antitrust suit judgment 
against Pitney-Bowes, Inc., that company has “almost 100 percent” 
of all postage meter machines in use in the United States. The 
judgment requires Pitney-Bowes to license its patents in the postage 
meter and mailing’ machine field, but imposes no obligations upon 
Pitney-Bowes with respect to any patents it may obtain on letter- 
sorting machines. 

The view of the Post Office Department is that the Burroughs 
contract provides adequate assurance that Pitney-Bowes will not 
obtain a monopoly position in the letter-sorting field by virtue of any 
patents arising out of the Pitney-Bowes contract. However, there is 
no provision in either contract which would prevent either company 
from obtaining basic patent protection which might exclude com- 
petitors from the letter-sorting field. The Department feels that the 
danger of such exclusion is “more theoretical than real’’ because 
“there would be relatively few persons outside of the Government 
who would have any need for such elaborate and expensive machines” 
(ibid., p. 2). ‘ E4or 

Ci FOREIGN FILING 
1. Employees’ patents A Bre 

The Post Office Department, has no information as to the foreign 

filing of patents by employees. a - 


2. Contractors’ and grantees’ patents Nieey 
The Department has made no grants and has no information indi- 
cating that any of its contractors have applied for patents in foreign 


countries. 
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D. USE OF PATENTS BY PARTIES RETAINING TITLE 


1. Employees 

The only information regarding the use of patents by employees 
involves one patent, No. 2,740,654, which covers a one-time throwaway 
cord seal lock. Although this patent was issued in 1956 and assigned 
by the inventor to a manufacturing corporation, none of the products 
covered by the patent has yet been offered for sale. 


2. Contractors and grantees 

Although the Department has made no grants it does have outstand- 
ing important contracts for research and development. Most of these 
contracts were recently executed and up to this time no patents have 
been developed from any of them. The contracts cover such things as 
the development of letter-sorting machines, keyboard-operated letter- 
sorting equipment, and semiautomatic parcel post sorting systems. 
All these devices may be used by other Government agencies, in addi- 
tion to the Post Office Department. Although a royalty-free use by 
such other agencies is apparently contemplated, the right to such use 
is clouded by the proviso against any competitive use, noted above. 


3. Government 

As previously stated, the Post Office Department owns only one 
patent; it is the one covering an apparatus for removing carbon sheets 
from fan-folded typed copy sheets, issued in 1953. The Department 
used this apparatus until it was worn out and did not bother to have 
the machine replaced. The one license which it owns covers a one- 
time throwaway cord seal lock which has never been put to use by the 
Department. The Department has granted no licenses and does not 
pay royalties to anyone. 


III. Acpncy Viewpoint 
A. JUDGMENT AS TO EFFECTIVENESS OF PRESENT POLICY 


The Post Office Department is satisfied with its present patent policy 
and believes that it has worked satisfactorily up to this time. 


B. RECOMMENDATIONS AS TO FUTURE POLICY 


No changes are recommended. 
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